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The President's Scraich-Pad 


Won’t Government Take a Leaf from Industry’s Book? 


One frequently 
hears business 
men remark that 
if they attempted 
to run their busi- 
ness organiza- 
tions as the Ad- 
ministration tries 
to run the gov- 
ernment they 
would bankrupt 
themselves in 
very short order 
—or they would be fired by their di- 
rectors. The comparison is at best an 
invidious one, and any discussion pro- 
ceeding from such a statement is usually 
on the emotional and glandular level 
rather than rational and objective. 


Atvin E. Dopp 


The plain truth is, however, that ex- 
ecutives of government seem to regard 
themselves as above managerial laws 
which are scrupulously observed in 
every good business organization. Fur- 
ther, while industry tries unceasingly 
to step up its efficiency in every possible 
way, government in its chronic mood 
of sovereign complacency continues to 
use methods that were obsolete 20 years 
ago. 

At this stage in the grimmest test for 
survival that the nation has ever faced, 
would it not be an extremely salutary 
measure for the government to give ser- 
ious study to the science of management 
as it has been developed by industry 
with a view to following scientific pro- 
cedures in its operations, especially with 
respect to organization and the delega- 
tion of authority? Has the question not 
occurred to many government officials 
of whether the government can continue 
to ignore the principles of scientific 
management and still successfully ad- 
minister the affairs of the nation? 


Recently in an address on the West 


-§ Coast, Harold V. Coes, Chairman of the 


Finance Committee of AMA and Presi- 
dent of the American Society of Me- 
chanical Engineers, set forth certain 
“don’ts” for management: 


INV. ‘gp 





“Don’t have confusion between line 
and staff duties. Staff officers should 
not give orders to subordinates or line 
officers. 

“Don’t have overlapping authority, 
with two or more executives having con- 
trol of the same business function. 

“Don’t give responsibility without 
adequate delegation of authority. Some 
executives will delegate responsibility 
but not authority, through fear that 
someone will be more important than 
they. 

“Don’t cut across organization lines 
in giving orders. 

“Don’t put a man in a responsible po- 
sition because you like him, regardless 
of whether he is competent, trained, and 
has the character for the job.” 


Mr. Coes then went on to point out 
that these principles have universal ap- 
plication, that they must be observed in 
government as in industry. If violated, 
the result in both cases will be the same 
—waste and confusion; the only differ- 
ence will be that, in the case of the gov- 
ernment, the confusion and waste will 
be greater. 

In industrial management, the top 
executives of an organization establish 
policies, then delegate the responsibility 
for executing these policies to well-qual- 
ified subordinates. The policies are 
clear-cut and the responsibilities of each 
person involved in carrying them out 
are well defined. Responsibility and 
authority are coterminous. The result 
is a smoothly functioning, well-coordi- 
nated organization. 

But what do we find in the manage- 
ment of government? As Mr. Coes re- 
marks: “The various administrative 
functions and agencies are not properly 
distributed or coordinated, and there is 
too much overlapping of authority and 
responsibility since, in too many cases, 
no one function in its entirety is com- 
pletely under the control of a single 


head. 
“Only recently the Truman Commit- 
(Continued on page 4) 





TRENDS 
IN BUSINESS 


> 


While Allies Get Ready for 
Invasion Blow, U. S. Fights 
to Prevent Domestic 


Lethargy 


While the war fronts remain relatively 
quiet in what is hoped will prove the pre- 
invasion lull, new difficulties continue to 
present themselves on the economic and 
domestic front. As the difficulties mount, 
the task of keeping the trend of production 
pointing upward grows harder in the same 
proportion. A decline in certain categories 
of arms has been announced by the Un- 
der Secretary of War, and expressions of 
dissatisfaction concerning the morale of war 
workers and the entire domestic economy 
have been voiced in many quarters. The 
more extreme forms of this poor morale 
are seen in the increasing restiveness of 
industrial workers as evidenced by growing 
strikes, and riots in some sections of the 
country. 


The War’s Critical Stage 


Observers of military trends consider this 
period of lull one of the most critical stages 
in our war progress. Clearly a blow of ti- 
tanic proportions against the Axis is im- 
pending, a blow which some believe can 
knock Germany out of the war before we 
see another Spring. But one of the threats 
to the success of the blow lies in the pos- 
sibility that, while the Allied fist is being 
raised to strike, the domestic front (es- 
pecially that in the United States, which is 
so far removed from war) will grow lethar- 
gic. 

By unfortunate coincidence a number of 
events have occurred in recent weeks which 
tend to promote such a lethargy or “weaken 
morale.” Taken together, they inescapably 
suggest to the average citizen that for a 
time at least our efforts can be relaxed and 
that possibly we can continue to fight a 
“soft” war and still be victorious. Some of 
these factors are, for example: 

The cancellation of some war contracts 
and the shutting down of certain plants. 

Postponement of the drafting of fathers. 

Easing of certain manpower regulations. 

Toleration by the government of protrac- 
ted strikes. 

Announcement that 100,000 civilian em- 
ployees will be released by the War De- 
partment. 

Failure to enact a National Service Act. 





The Business Outlook 


GENERAL BUSINESS 


Economic observers continue to voice 
confidence in the general business out- 
look. Though over-all production is 
nearing its peak, output of armaments 
promises to rise still further during the 
last half of 1943. Corporate profits for 
the remainder of the year are likely to 
be large despite taxes, and it is improb- 
able that industry’s earning power will 
be seriously impaired by renegotiation 
of war contracts. 

While needs for basic military equip- 
ment are still far from satisfied, the in- 
crease in war production projected for 
the next six months will be achieved at 
the expense of further curtailments in 
the civilian economy. The civilian’s 
share of important groups of “soft 
goods”—food, apparel, fuel, beverages, 
etc.—is still dropping; and the WPB’s 
allocations for consumer “hard goods” 
have been reduced in the third quarter 
from the second-quarter level. 

Several other factors cloud the gen- 
erally bright production picture. Price- 
cost problems have become even more 
complex; confusion in the OPA has 
added to public uncertainty; and strikes 
loom as a major debit factor in the im- 
mediate outlook. The difficulties of wage 
control have been intensified during the 
past month, and the impending 20 per 
cent withholding tax may evoke new 
wage demands which will, in turn, im- 
peril the stabilization program and pre- 
cipitate a new inflationary upsurge. But 
the most threatening domestic prospect, 
according to the Cleveland Trust Com- 
pany, is that we shall have short crops 
because of adverse weather conditions. 
Thus civilians will be hit in two most 
sensitive spots—their pocketbooks and 
their bread-baskets. 


y—> 


PRODUCTION 


New over-all production records were 
established in the second quarter of 
1943. Output of manufactured goods in 
April, as measured by the Federal Re- 
serve Board, was 18.8 per cent larger 
than in the same month last year and 
double the output of the pre-war month 
of August, 1939. “Despite this abnor- 
mally high rate of manufacturing activ- 
ity,” declares Alexander Hamilton In- 
stitute. “there is still no prospect of a 
corrective recession in the near future. 
It is evident that as long as the war 
continues . . . manufacturing will re- 


ceive sufficient support to maintain it 
at an abnormally high rate.” 

Reports of general cutbacks in orders 
for munitions have little basis in fact. 
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While Donald Nelson’s April munitions 
report provided evidence of cutbacks in 
ordnance and new-plant machinery, these 
were occasioned by readjustments in the 
procurement programs of the armed 
services. We are entering a period of 
selective cutbacks in an expanding war 
program whose emphasis has been shift- 
ed from ordnance to ships and planes. 
> 


INFLATION 


Numerous trends threaten a resump- 
tion of the price-wage spiral. The cost- 
of-living index has continued to advance, 
registering a 23.8 per cent rise in April 
over the level of August, 1939. More- 
over, not all the hidden costs of ceiling 
violations and black market operations 
are reflected in this index. Meanwhile, 
the federal deficit has risen to a new 
wartime peak, with expenditures in May 
nearly double those of the same month 
last year. The accelerating pressures 
on price and wage controls and the in- 
ability of government agencies properly 
to enforce them constitute mounting 
threats to the stability of our economy. 


> 
POSTWAR PLANNING 


The Department of Commerce esti- 
mates that there will be 19,000,000 un- 
employed after the war if the volume of 
goods and services is no greater than 
that of 1940. Even more gloomy are 
the predictions of Senator Tydings, of 
Maryland, who looks for 20 to 25 mil- 
lion unemployed during the reconver- 
sion period. While that period may be 
shortened in many industries to as little 
as six months by the application of new 
techniques developed in wartime, the 
problem of absorbing the unemployed 
will be nonetheless crucial. That indus- 
try is aware of this is evident from the 
findings of a recent survey on postwar 
planning, which disclose that 97 per 
cent of the business men questioned be- 
lieve industry should start planning its 
adjustments for postwar operations now. 











EARD 


AT AMA MEETINGS 


> 


Misuse of Incentives 


Incentive pay plans in some cases are 
being employed by both organized labor 
and plant management as a device to in- 
crease wages, asserted L. C. Morrow, edi- 
tor of Factory Management and Main. 
tenance and AMA Vice President in 
charge of the Production Division, in the 
keynote address at the Association’s 
Spring Production Conference. In these 
cases, restudy of jobs is undertaken prin- 
cipally for the purpose of boosting rates 
—sometimes at the request of labor, 
sometimes on management's initiative, 
Deprecating this trend, Mr. Morrow de- 
clared: “In the American economy, it is 
the higher rate of output per unit of 
payment that means everything. . . . In- 
centives should not be used as a subter- 
fuge to raise wage rates. If incentive 
payment can be limited to the objective 
of providing extra pay for extra work, it 
will be available after the war as an un- 
sullied tool for use in bringing about an 
amount of production not hitherto ex- 
perienced, but which will be absolutely 
necessary for the standard of living that 
will be demanded.” 

Another speaker stressed the psycho- 
logical value of providing workers on in- 
centive with two pay checks—one for 
their base pay, the other for their in- 
eentive earnings. Paid in this manner, 
workers are less likely to consider incen- 
tive wages as part of their base compen- 
sation; and management, in turn, en- 
counters less difficulty in discarding or 
modifying the plan as circumstances dic- 
tate. The speaker cited the case of a 
group of young garment workers who 
had been accustomed to turning their 
pay checks over to their parents; when 
the group was placed on incentive, pro- 
duction showed no appreciable rise un- 
til the incentive earnings were paid by 
separate check. 


> 


Report on Dehydration 


Progress in the production of dehy- 
drated foodstuffs within the past year has 
been phenomenal, according to William 
W. Black, of the Office of the Quarter- 
master General. Addressing the AMA 
Packaging Conference, Mr. Black cited 
figures to show that this pioneer industry 
bids fair to take a place among major 
manufacturing activities. In May, 1942, 
for example, 20 plants were engaged in 
dehydrating vegetables at the rate of 
15,000,000 pounds a year. By July 1 of 
this year, it is estimated, 188 such plants 
will be producing over 200,000,000 
pounds of dehydrated vegetables annu- 
ally—a 1300 per cent increase over May, 
1942. Normal pre-war production of de- 
hydrated eggs was about 3,000,000 
pounds annually. In 1940 this increased 
2% times, in 1942 it increased 40 times 
more, while 1943 requirements call for 
dehydration of every third egg hatched 
in this country. Every twelfth pound of 
milk we produce in 1943-44 will be de- 
hydrated. Total dehydrated food require- 
ments for 1943-44 call for 1% billion 
pounds of assorted products. 
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RESEARCH 


DEPARTMENT 


> 


Attendance Bonuses 

Recent inquiries reflect members’ pre- 
occupation with the question of mone- 
tary incentives to promote regularity of 
attendance. Information has been sought 
from the Research Department on: (a) 
the types of bonus plans currently in 
use; (b) the attitude of the federal 
agency within whose jurisdiction such 
plans now fall; and (c) the method of 
treating attendance bonuses in comput- 
ing overtime pay. 

(a) Of the bonus plans which have 
come to the attention of this Depart- 
ment, variations of War Bond and 
Stamp awards to individuals and to 


‘teattis; periodi¢ drawings for prizes (in- 


cluding cash and War Bonds), individ- 
ual cash bonuses, and bonus vacations 
are most common. In some cases, the 
negative aspect of incentives is em- 
ployed, involving a series of fines or 
the revocation of certain privileges in 
cases of unexcused absence. 

(b) The National War Labor Board, 
which is now required to pass on all 
new incentive programs, has ruled that 
attendance bonuses may be approved as 
an aid in the prevention of absenteeism. 
Regional boards, however, appear to be 
taking divergent positions on plans sub- 
mitted to them. Thus, a recent decision 
by the Cleveland Board disallows nine 
attendance bonus plans. The plans 
which the Board declined to sanction 
contain the following proposals, re- 
spectively : 

l. To give a $25 War Bond to any em- 

ployee who is not absent or late during 
a 30-day period. 

2. To pay a 5 per cent weekly bonus to 
any employee with a record of perfect 
attendance during any week. 

3. To increase a bonus now being paid to 
production workers with perfect attend- 
ance records during a six-day workweek 
from 2% cents to 10 cents an hour. 

4. To grant one week’s vacation with pay 
to any employee who has accumulated 
1,800 points—one point being earned 
for each hour worked, and 10 additional 
points for each week of perfect attend- 
ance. 

5. To offer, at each half-month pay period, 
a total of $100 in War Bonds, to be 
distributed among factory workers who 
have not been absent or tardy and have 
worked full time during the pay period. 
Any employee winning one prize would 
not again be eligible until the end of 
the second following pay period, and 
then only if he had been on the job 
full time for the preceding two pay 
periods. 

6. To pay $1 to any employee for each 
pay period of seven days in which he 
has a perfect attendance record. The 
employee would receive an additional 
bonus of $1 per week at the end of 
every four pay periods if he had a per- 





WHAT 


Managers Are Saying 


Prescription for Morale 


“Most of the worker fatigue we encounter 
today is psychological rather than physio- 
logical fatigue. Given the proper incentive 
—and certainly the winning of this war is 
such an incentive—no worker would want 
to limit his efforts to a normal pace. 

“Our appeal must be an emotional one. 
The job of setting up morale objectives is 
needed now. Obstructionism is far more 
prevalent than we wish to admit. Vocal mi- 
norities are stealing the play from hard- 
working majorities. 

“Through training we have overcome some 
of the lack of skilled personnel, but willing 
hands are just as necessary as capable hands, 
and one of our main jobs is to make these 
trained workers willing workers. The im- 
portance of a good personnel program was 
never greater than at this time. 

“These aids for establishing such a pro- 
gram are offered for your consideration: 
(1) Forget business as usual and make the 
necessary changes in procedures, systems and 
policies to meet the demand; (2) use the 
employees’ organization in planning war 
morale programs through labor-management 
committees; (3) show what the result of 
the war may mean to the individual worker 
—his stake in the conflict; (4) train the 
supervisors to keep the morale of the 
workers high—let us have no failures of 
communication between top management 
and workers; (5) take the necessary steps 
to quiet loud and outspoken minorities; 
(6) build stronger safety and health pro- 
grams; (7) use posters, bulletins and maga- 


zines to show the workers the results of their 
efforts ; (8) ask the employees’ assistance in 
bringing the untrained and, in some cases, 
unruly recruits into line; (9) encourage 
training; (10) make every worker realize 
that his contribution is significant.”—T. E. 
Lane, Industrial Relations Manager, Lever 
Bros. Co., Hammond, Indiana. 


> 


Community Approach to 
Absenteeism 


“If the War Manpower Commission could 
use its influence to have communities change 
their hours of service for war workers, it 
would have a lasting effect in reducing ab- 
senteeism. Such services include grocery 
stores, drugstores, doctors, dentists, trans- 
portation systems, war rationing boards, 
movies, and the like. 

“After much study in our war factory 
employing chiefly women, we have found 
that absence is the result of necessity rather 
than of laziness. Children must be cared 
for, ration coupons must be obtained, doc- 
tors and dentists must be visited, and all 
these things, unfortunately, must be at- 
tended to during the normal business day. 

“Therefore, if professional men and re- 
tailers of all kinds would extend their 
hours or adjust them to the many shifts in 
war factories, this would—without question 
—reduce absenteeism. Perhaps local Cham- 
bers of Commerce could be the medium for 
helping to carry out such a plan.”—Joseph 
Givner, General Manager & Executive Vice 
President, Real Silk Hosiery Mills, Inc. 





fect attendance record for the four con- 
secutive pay periods. 


7. To hold weekly drawings in each of the 
company’s plants for the purpose of dis- 
tributing 75 watches each week to wage 
earners on each shift in which there 
are no unauthorized absences. It was 
also proposed to hold drawings for one 
hundred $50 War Bonds among all the 
employees where no unauthorized ab- 
sences on any shift occurred during a 
specified month. 


8. To pay a 5 per cent bonus to any em- 
ployee with a perfect attendance record 
during any week. 

9. To conduct bi-weekly drawings for ten 
$25 War Bonds to be awarded to em- 
ployees at each of the company’s plants. 
Employees who were not late or absent 
during the bi-weekly pay period would 
be eligible to participate. 


The Cleveland Board supported its 
adverse decisions with these arguments: 


1. Such bonus plans are contrary to the 
national stabilization program. They 
merely swell the inflationary stream, 
since they do not culminate in increased 
production in the accepted sense. 


2. The plans violate the legal principle 
that “to pay a man for that which he 
is legally bound to do is without con- 
sideration.” 


3. The plans do not succeed in getting at 
the real causes of absenteeism; hence 
they may not be regarded as effective 
yemedies. 








The Boston Board, on the other hand, 
approved two plans embodying the fol- 
lowing proposals, respectively : 

1. To distribute each month by lot $25 
War Bonds to one out of every 10 em- 
ployees with perfect attendance records 
for the preceding month. 

2. To raffle each week two $25 War Bonds 
among employees who have not been 
absent or late during the week. 


In sanctioning these plans, the Bos- 
ton Board cites an OWI study which 
reported that “absenteeism in war indus- 
tries averages about 8 per cent for com- 
panies without absenteeism plans and 4 
per cent for those with such plans.” 

(c) The Wage and Hour Division re- 
cently ruled that companies which have 
been granting fixed attendance bonuses 
must include these in the employees’ 
regular rate of pay when figuring over- 
time rates under the Fair Labor Stand- 
ards Act. The Division offered the fol- 
lowing qualification, however: “If, in- 
stead of paying a fixed attendance bonus. 
the firm were to compute the straight 
time, plus the overtime due, and then 
pay an additional bonus for perfect at- 
tendance based on a percentage of the 
total amount earned by the employee, 
no additional overtime payment would 
be necessary since the honus would al- 
ready include the overtime.” 





Activities of the AMA 





AMA's New Officers and Directors 


Are Named at Business Session 


New officers and directors of the American Management Association, elected 
at its Annual Business Meeting on June 15, represent every phase of management 


in the leading industries in the country. 


William L. Batt, Vice Chairman, War Production Board, and President of SKF 
Industries, Inc., will continue as Chairman of the Board; and Alvin E. Dodd will 


continue as President. 


Other officers are: Chairman of the Executive Committee— 


Thomas Roy Jones, President, American Type Founders, Inc.; Chairman of the 
Finance Committee—Harold V. Coes, Vice President, Ford, Bacon & Davis, Inc.; 
Treasurer—James L. Madden, Third Vice President, Metropolitan Life Insurance 


Co.; Secretary—H. J. Howlett. 

The new Vice Presidents are: Vice 
President at Large—Keith S. McHugh, 
Vice President, American Telephone 
and Telegraph Company, New York, 
N. Y.; Office Management—Henry E. 
Niles, Secretary, Baltimore Life Insur- 
ance Company, Baltimore, Md.; Per- 
sonnel—L. A. Appley, Vice President, 
Vick Chemical Company, New York, 
N. Y. (second term); Production— 
Erwin H. Schell, Department of Business 
Administration, Massachusetts - Institute 
of Technology, Cambridge, Mass.; 
Marketing—Don G. Mitchell, Vice 
President in Charge of Sales, Sylvania 
Electric Products, Inc., New York, 
N. Y.; Finance & Accounts—H. C. 
Perry, Treasurer, Heywood-Wakefield 
Company, Gardner, Mass. (second 
term); Insurance—William F. Lund, 
Manager, Insurance Division, United 
States Rubber Company, New York, 
N. Y.; Packaging—Joseph Givner, Ex- 
ecutive Vice President, Real Silk Hos- 
iery Mills, Inc., Indianapolis, Ind. (sec- 
ond term). 

New directors to serve until 1946 are: 
W. E. Tarr, General Office Manager, 
The Studebaker Corporation, South 
Bend, Ind.; L. C. Morrow, Editor, Fac- 
tory Management and Maintenance, New 
York, N. Y.; Leonard J. Raymond, Presi- 
dent, Dickie-Raymond, Inc., Boston, 
Mass.; J. H. Macleod, Vice President, 
Sales Division, The Hinde & Dauch Pa- 
per Company, Sandusky, Ohio; Regi- 
nald Fleming, Marsh & McLennan, Inc., 
New York, N. Y.; Charles R. Hook, Jr.. 
Assistant to the President, Rustless Iron 
& Steel Corporation, Baltimore, Md.; 
Lee H. Hill, Vice President, Allis-Chal- 
mers Manufacturing Company, Milwau- 
kee, Wis.; George H. Williamson, Presi- 
dent, Williamson Candy Company, Chi- 
cago, Ill.; Charles 0. McCormick, Presi- 
dent, McCormick & Company, Inc., Bal- 
timore, Md.; Roscoe Seybold, Vice 
President and Comptroller, Westing- 
house Electric & Manufacturing Com- 
pany, Pittsburgh, Penna. 








New! 


Index to All AMA 


Publications 
A subject index to AMA’s 


publications covering a period 
from February, 1932, to August, 
1942, has recently come off the 
press. Known as “The Manage- 
ment Index,” the volume also 
includes a price catalogue of all 
AMA publications except peri- 
odicals issued since 1932 and 
through April, 1943. The Index 
will be sent automatically to of- 
ficial representatives of all or- 
ganizations holding company 
memberships in the AMA and 
to all individual members. 
Other AMA members desiring a 
copy of the Index may obtain it 
by addressing their requests to 
the Association’s Headquarters 
at 330 West 42nd Street, New 
York City. ; 











200 Executives at 
Annual Meeting 


More than 200 executives repre-ent- 
ing the AMA’s seven divisions attended 
the Association’s Annual Meeting held 
on June 15 at the Hotel Pennsylvania, 
New York City. The business session, 
which marked the close of the Associa- 
tion’s fiscal year, was followed by an 
address by Beardsley Ruml, Treasurer 
of R. H. Macy & Company. William 
L. Batt, Vice Chairman of the War 
Production Board, presided. 

President Dodd in a brief review of 
the AMA’s activities during the past 12 
months reported that the Association’s 
membership enrollment is the highest on 
record and that nearly 10,000 executives 
have attended the Association’s various 
conferences held in cities in different 
parts of the country. The Association’s 





The President’s Scratch-Pad 


(Continued from page 1) 


tee significantly pointed out that there 
are too many czars assigned to attain 
specific objectives in the productio 
field. Lines of authority are confused 
even on paper. As a practical matter 
they breed disputes. The Administra 
tion does not understand the fundamen 
tal principles of organization, of the 
delegation of authority and responsi: 
bility.” 

The Senate’s Special Subcommittee 
on War Mobilization in its recent report 
has pointed to some of the results of 
this government mismanagement—re 
sulis which, if translated into industrial 
terms, would spell failure and disgrace 
for a company’s executive managemen 
A passage from the Committee’s report 
follows: 

Policy makers have substituted slogan 
for actions, have appeased where they 
should have cracked heads, have adjudi 
cated disputes when they should have 
planned to prevent them. We have pro 
ceeded in this field by groping, tentative 
steps, by hemming and hawing, by half-wa 
measures. . High Office of Price Ad 
ministration officers resign; others, through 
lack of centralized direction and firm pol 
icy, are permitted to engage in a bitte 
public struggle. . . . Price control and 
equitable distribution are in jeopardy as 
essential food supplies are being engulfed 
by black markets, while competing agen 
cies without constructive programs wrangle 
for control. The very agencies needed 
to control and direct the war economy aré 
disintegrating. 

The unfortunate part of all this is 
that committees may come and go, make 
their reports and be forgotten, but na 
improvements will be forthcoming un 
less basic changes are effected in the 
government's organization. It is axia 
matic that poor management canno 
create a good product. Without heat 
and without political bias, it is earnestl 
suggested therefore that the governmen 
begin studying the tried and proved 
practices of management organization 
that industry has developed under the 
compelling incentive of the desire fo 
survival. 


Lb & boca 


publishing and research activity hat 
been greatly expanded, he said. 

“These developments within the Assa 
ciation,” he pointed out, “are a dired 
reflection of the growth of a nationa 
‘management consciousness’ which ha 
become more evident as the war pro 
gressed,” 











